
2016 IN BRIEF

Stichting Shell Pensioenfonds

EXPECT THE UNEXPECTED



Expect the unexpected

The subheading of this abridged annual report refers in the first instance to the past 
year - 2016 was the year of unexpected changes. Voters went their own way and 
forecasts turned out to be of limited value. The headline in the Volkskrant on  
January 2, 2017 referring to the financial markets in 2016 spoke volumes: “Seldom 
has the pessimist been so wrong”. But the subheading applies just as well to the 
following year, with important elections in Europe and many other developments 
due to take place.
For a pension fund, the funding ratio is the most important financial benchmark.  
The funding ratio is primarily dependent on the interest rate and the investment 
result. As a result of the falling interest rate, the funding ratio was under pressure 
during the first half of the year. A slight recovery of the interest rate, combined with 
good returns on investments provided for a recovery of the funding ratio in the 
second half of the year, resulting in a funding ratio of 122% at the end of 2016. 
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on the ratio between the current assets 
and the liabilities. The funding ratio 
decreases in the event of increasing 
liabilities and a constant level of assets. 
In the first half of 2016 the funding ratio 
fell below 115% and then remained at 
around 115% for several months. From 
October onwards the funding ratio rose 
above 115% again, thanks to an 
increasing interest rate and a positive 
return on investment.  
As of December 31, 2016, the funding 
ratio was 122%. The policy funding 
ratio on that date was 116%. 

The policy funding ratio is the average 
of the funding ratios over the last twelve 
months. As a result, the policy funding 
ratio is more stable than the funding 
ratio. Pension funds base their policy 
decisions on the policy funding ratio. 
The funding ratio and the policy funding 
ratio are both published once a month 
on the Pension Fund's website. 

The interest rate fell during 2016. The 
interest rate is important for calculating 
future liabilities. If the pension liabilities 
become greater, that has an influence 

FUNDING RATIO IN 2016

The funding ratio is the ratio between the current assets of the Pension Fund and its 
pension liabilities (the funds required by the Pension Fund to pay all pensions 
accrued, now and in the future).  

Funding ratio Policy funding ratio

Development of funding ratio during 2016
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Assets
The Pension Fund's assets rose by 
€1,300 million from €26,036 million to 
€27,336 million at the end of 2016.

Provision for pension liabilities
The Fund’s provision for pension 
liabilities rose by €1,311 million from 
€21,083 million to €22,394 million at 
the end of 2016. The most important 
cause is the fall in interest rates. A falling 
interest rate results in an increase in the 
amount of money the Pension Fund 
needs in order to pay pensions in the 
future. Interest fell from 1.66% to 1.29% 
in 2016.

 

Required funding ratio

Own assets
The assets minus the liabilities constitute 
the ‘own assets’ of the Pension Fund. 
The Pension Fund's own assets fell by 
€11 million from € 4,953 million to 
€4,942 million at the end of 2016. This 
is because the provision for pension 
liabilities rose more than the assets of the 
Fund. 

More information about the Pension 
Fund's assets, liabilities and funding 
ratio can be found on the website: 
www.shell.nl/pensioenfonds-en/
funding

www.shell.nl/pensioenfonds-en/funding
www.shell.nl/pensioenfonds-en/funding


6

RECOVERY PLAN

The policy funding ratio was 116% at 
the end of 2016. The statutory required 
funding ratio for SSPF is 123%. The 
policy funding ratio thereby fell below 
this required level in 2016, resulting in  
a reserves shortfall. In the event of a 
reserves shortfall, pension funds are 
obliged to draw up a recovery plan. 
The Pension Fund drew up a recovery 
plan, which it submitted to the 
supervising authority, De Nederlandsche

Bank (DNB). As long as the SSPF is ‘in 
recovery’, an update of this recovery 
plan needs to be submitted annually to 
DNB.

The Pension Fund has a healthy financial 
structure and the expectation is that the 
reserves shortfall can be eliminated
within 10 years without taking 
additional measures. DNB did not raise 
any objection to this recovery plan.
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DEVELOPMENT OF THE FINANCIAL 
MARKETS
2016 had hardly begun when shares 
fell by around 10% worldwide. This was 
followed by the referendum on ‘Brexit’, 
the US presidential elections and the 
referendum in Italy. But those who 
followed the advice of the Royal Bank 
of Scotland (RBS) at the start of the year 
(“sell everything”) would have been 
quite wrong. Above all 2016 turned out 
to be the year in which forecasts were 
of limited value. 2016 once again 
confirmed the relativity of predictions.

A noticeable recovery set in, followed 
by a marking of time. After that, the 
market appeared to be equally 
depressed by the outcome of the UK 
referendum, finally followed by a final 
year's rally after Donald J. Trump was 
elected 45th President of the United 
States. Those who predicted that all of 
these events would have major negative 
consequences for the financial markets 
turned out to be mistaken.  

For a long-term investor, such as the 
Pension Fund, it is therefore wise to stick 
resolutely to the long-term course. That 
includes volatility, corrections, and 
sometimes even shocks, as inevitable 
traits of financial markets.  



INVESTMENT RESULT IN 2016
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Net results and distribution of investments in 2016
The yields are net of exchange-rate hedging and investment management costs

 Strategic 
 distribution of    Yield 2016 in % 
 investments   
 in 2016 in (%)   Pension Fund Benchmark     Result

Shares 26 10.2 9.2 1

Fixed-income investments 52 5.8 5.7 0.1

Private equity 8 7.5 5.9 1.6

Hedge funds 4 1.9 1 0.9

Real estate 5 5 4.6 0.4

Other alternative  1 6.7 6.7 0
investments

Matching assets 4 0.2 0.2 0

Totaal 100 6,9 6,4 0,5  

The Pension Fund achieved a positive 
investment result of 6.9% over 2016 
(2015: 4.4%). This is higher than the 
benchmark for 2016 (6.4%).

The Pension Fund invests in shares, 
fixed-income investments and alternative 
investments. In the table below, you can 
see how the investments and results 
achieved in 2016 were distributed. 
Further information about the Pension 
Fund’s investments can be found on the 
website: www.shell.nl/pensioen-
fonds-en/investment.  

Detailed financial information can be 
found in the Annual Report. The Annual 
Report is also available on the website.

www.shell.nl/pensioenfonds-en/investment
www.shell.nl/pensioenfonds-en/investment
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INDEXATION  

The pensions in payment were 
increased by 0.1% as of February 1, 
2016. The pensions were hereby 
increased in line with the rise in prices: 
this also amounted to 0.1%. 
Furthermore, the Board decided to 
increase the pensions by 0.6% as of 
February 1, 2017, in line with the rise 
in relevant inflation. 

The financial position of the Pension 
Funds did not permit catch-up 
adjustment. The indexation that was not 
granted in 2012 amounted to 2.2%. If 

 Strategic 
 distribution of    Yield 2016 in % 
 investments   
 in 2016 in (%)   Pension Fund Benchmark     Result

Shares 26 10.2 9.2 1

Fixed-income investments 52 5.8 5.7 0.1

Private equity 8 7.5 5.9 1.6

Hedge funds 4 1.9 1 0.9

Real estate 5 5 4.6 0.4

Other alternative  1 6.7 6.7 0
investments

Matching assets 4 0.2 0.2 0

Totaal 100 6,9 6,4 0,5  

the financial resources allow it, the 
Board may decide retroactively to 
(partially) grant any indexations 
partially granted in the past. Half of the 
indexation not granted in 2012 (1.1%) 
was granted in 2014. Therefore 1.1% 
of the indexation not granted in 2012 
still remains. This indexation can be 
'caught up' until 2022, if the financial 
position of the Pension Fund allows it. 

The Pension Fund's indexation policy is 
outlined on the website: www.shell.nl/
pensioenfonds-en/indexation

The indexation is conditional for deferred members (former participants) and 
pension beneficiaries with SSPF. The Pension Fund has not formed any reserves for 
this and no contributions are paid. Each year the Board decides whether the 
pensions can be increased. The Pension Fund pays for the conditional indexation of 
the pension from the return on investment.

www.shell.nl/pensioenfonds-en/indexation
www.shell.nl/pensioenfonds-en/indexation
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SSPF strives to achieve its objective with 
contributions which are acceptable to 
both the Pension Fund and the employer. 
The contributions paid by the employer 
and participants are invested. The 
amount of contri bution paid by the 
employees is set down in the Regulations 
(Regulations VI). The contribution paid by 
the employer depends on the Pension 
Fund’s financial situation. The Board 
determines the level of contribution 
payable by the employer, in consul tation 
with the certifying actuary. 

Up to July 1, 2016, the employer's  
contribution amounted to 38% of the 
pension basis. The contribution for parti-
cipants amounted to 2% of the pension 
basis. 

As of July 1, 2016, the financial policy 
has been adjusted, further to an 
extensive study into the amount and 
manner of determining the contribution. 
This study resulted in a new, future-proof 
contribution methodology. Henceforth 
the contribution will move with the wage 
trend at Shell in the Netherlands and 
with the average age of the active  
participants. The adjustment has no 
consequences for participants and 
retirees. Participants continue to pay  
2% contribution, the total contribution for  
the remaining half of 2016 has been 
determined on the basis of the new 
financial policy at 18%.
For more information please see: 
www.shell.nl/pensioenfonds-en/
funding

CONTRIBUTIONS

www.shell.nl/pensioenfonds-en/funding
www.shell.nl/pensioenfonds-en/funding
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RESPONSIBLE INVESTMENT

The Pension Fund pursues a responsible 
investment policy and examines the 
business operations of the companies it 
invests in. As an investor, the Pension 
Fund has the right to vote at the general 
shareholders’ meetings of these 
companies.  

It endeavours to exercise these rights in 
as many companies as possible in 
which it invests, except with regard to 
shares in Royal Dutch Shell plc. For 
practical reasons the Pension Fund 
usually votes by proxy without personally 
attending the general shareholders’ 
meetings. If required, the Pension Fund 
enters into discussion with company 
managers regarding such matters as 
their business, social and environmental 
policies. The Pension Fund uses a 

specialised service provider for both 
activities.

The Pension Fund voted by proxy at 
5,128 shareholders’ meetings in 2016. 
At 2,491 of these meetings one or more 
resolutions were opposed. Discussions 
were held with 483 companies about 
various subjects, including: board 
structure, employee and community 
relations, health and safety, child labour, 
corruption, climate change and environ-
mental issues.

The ‘Policy for Responsible Investment’ is 
available at www.shell.nl/pensioen-
fonds-en/responsibleinvestment, and the 
Pension Fund publishes an update on 
the implementation of this policy on a 
quarterly basis. 
 

www.shell.nl/pensioenfonds-en/responsibleinvestment
www.shell.nl/pensioenfonds-en/responsibleinvestment
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■ Pension management costs - these 
include the costs of pension  
administration, communication, the 
Board, financial management costs 
and projects. In 2016 these costs 
amounted to €235 per contributing 
participant and retiree (2015: €208). 
Compared to 2015 therefore, the 
costs have risen by €27 per person. 
The main cause is a decline in the 
number of participants and retirees by 
nearly 1,000. Furthermore, the costs 
of the administrative office and 
projects increased slightly. 

■ Asset management costs - consist of 
management fees, performance fees 
and other asset management costs, 
including costs of safekeeping fee, 
legal advice and asset management 
related costs of the administrative 
office. 

 In 2016 these costs amounted to 
€163 million (2015: €147 million). 
The most important reason for this 

increase is higher performance fees, 
in line with the cumulative returns in 
private equity funds over time.

■ Transaction costs - these are the costs 
incurred by buying and selling of 
investments. These costs are part of 
the price of the investments. 
Transaction costs are estimated in 
accordance with the Pension  
Federation's recommendations, and 
amount to €24 million for 2016 

 (€27 million for 2015). The fall in 
these costs is the result of lower costs 
for shares and transaction taxes, 
among other things.

GREATER INSIGHT INTO 
ADMINISTRATION COSTS
The Board endeavours to provide greater insight into the administration costs, 
including the indirect investment management costs and transaction costs. This takes 
place insofar as this data is available and is in line with the recommendations of the 
Pension Federation. The Pension Fund Code of Governance, which sets standards 
for pension fund governance, also contains a passage about administration costs. 
For instance, the Board must report on the costs of administration of the pension 
scheme in the Annual Report. Administration costs consist of the costs of pension 
management, asset management and the transaction costs.
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Together with Shell Nederland, 
activities within the context of  
communication strategy and policy 
were further built on in 2016. The 
ultimate aim is for participants to be in 
an optimum position to plan well 
financially for their retirement.  
Communication provides the building 
blocks for personal, responsible and 
well-informed pension choices.   

Participants can benefit from a single 
complete overview of their pension and 
the various sources from which it is 
composed: entitlements with SSPF, 
old-age pension, and possibly also net 
capital with SNPS (Shell Nederland 
Pensioenfonds Stichting). In 2016 the 
communication policy was updated 
along these lines.

Requirements of participants change 
and communication is becoming more 
interactive, personal and tailor-made. 
The Pension Fund has held a series of 

successful workshops, specially for older 
participants. The workshops took place 
on site and online via webcasts.

All standard letters have been redrafted, 
simplified and marked with icons from 
‘Pension 1-2-3’ to make them easily 
recognisable. The Uniform Pension 
Overview (UPO) became available 
digitally for the first time for active  
participants. Participants and pension 
beneficiaries were personally informed 
about the important consequences for 
them of the transition to one set of 
regulations, Regulations VI, as of 
January 1, 2017. The SSPF website 
was completely updated to the new 
Shell corporate identity and two 
newsletters were published. 
For the fifth time an online participants' 
survey was conducted amongst active 
participants and pension beneficiaries 
at the end of 2016. Active participants 
gave SSPF an average score of 7.4 out 
of 10 (7.4 in 2015) and pension 
beneficiaries gave 8.2 out of 10 (8.3 in 
2015). These scores were above the 
national average. The participants' 
survey included assessing satisfaction 
with regard to communication and 
service provision, level of trust, image 
and information resources used.

COMMUNICATION & ORGANISATION
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As of January 1, 2018, the pension 
administration and communication of the 
Pension Fund will be outsourced to 
Syntrus Achmea Pensioenbeheer.  
Participants will receive further 
information on this during the course  
of 2017.

Organisation
The Pension Fund administers the 
pension scheme for Shell in the 
Netherlands and has subcontracted its 
duties to Shell Pensioenbureau 
Nederland (SPN) and Shell Asset 
Management Company (SAMCo).  
SPN is the Managing Director of the 

Pension Fund, it takes care of day-to-day 
matters and maintains contact with parti-
cipants and pension beneficiaries. SPN 
also provides support and advice on 
pension policy matters, asset 
management supervision and risk 
management. The Board has ultimate 
accountability. SAMCo manages the 
Pension Fund’s assets and advises the 
Board on portfolio investment matters. 
Investment proposals are initially 
discussed in the Investment Committee, 
the Board subsequently makes the 
decisions. 

The Board of the Pension Fund reports to 
the Accountability Council annually 
about the previous year's policy and the 
manner in which it was administered, 
and about policy choices for the future. 
The Accountability Council also has 
certain advisory powers.  
The Accountability Council has  
14 members, two for the employer, four 
for the employees and eight for pension 
beneficiaries. 

The Board of Supervisors monitors the 
Board's policy and the general state of 
affairs at the Pension Fund. The Board 
also advises the Board. The Board 
consists of four independent external 
experts.
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OUTLOOK FOR 2017

In 2017 the emphasis lies on implemen-
ting and completing various projects 
which are important for the achieving 
the strategic agenda of the Pension 
Fund.  

The transition to one set of regulations, 
Regulations VI, as of January 1, 2017, 
has been completed. This makes way 
for the outsourcing of the pension 
administration and communications to 
Syntrus Achmea Pensioenbeheer as of 
January 1, 2018.
In 2017 it will become clear how the 
employer will adjust the pension scheme 
for the increase in the target retirement 
age to 68 as of January 1, 2018. The 

Pension Fund must then implement these 
adjustments. In addition to this, the 
Pension Fund is preparing itself for the 
introduction of stricter European 
regulations regarding the processing of 
personal data as of May 2018.
The public debate on the future of the 
pension system in the Netherlands may 
have major consequences for the 
Pension Fund. The Board will therefore 
continue to closely follow the develop-
ments in this debate. 
Further development of the policy for 
responsible investment (ESG policy) will 
be attended to in 2017 and an Asset 
Liability Management (ALM) study will 
also be recommenced.
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HISTORICAL STATEMENT

1 From 2005, the funding ratio was calculated according to the regulations of the Financial Assessment Framework rules.   

 From 2012, the funding ratio was calculated using the average interest rate over the preceding three months. 

 The relevant interest curve is the so-called ‘UFR’, as prescribed by DNB.
2  From 2015, in accordance with the regulations of the new Financial Assessment Framework (nFTK), the so-called 

 'policy funding ratio' must be used. The policy funding ratio is the average of the funding ratios over the last twelve 

 months.

 2016 2015 2014 2013 2012 2011 2010 2009 2008 2007

Active participants 8949 10466 10956 11327 11182 10879 10933 11517 11690 11655 

Pensions in payment 20347 19802 19759 19646 19584 19522 19471 19562 19554 19509 

Former participants 6076 5779 6000 6319 6458 6717 6855 6616 6701 6639 

Total    35372 36047 36715 37292 37224 37118 37259 37695 37945 37803 

Assets 27336 26036 25256 22439 21171 18247 17445 15473 10598 19257 
(EUR million)

Provision for 22394 21083 20385 17120 17722 16419 14183 12978 13213 10679 
pension liabilities
(EUR million)

Funding ratio (%)1 122 124 124 131 119 111 123 119 80 180 

Policy funding ratio (%)2 116 123 129        

Total returns (%) 6.9 4.4 13.4 7.0 17.0 6.5 14.8 27.5 -43.3 5.9 

Indexation 0.1 0.2 0.4** 1.5 0 1.9* 0.8 0 2 1.6 
of lifelong pensions (%)
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1 From 2005, the funding ratio was calculated according to the regulations of the Financial Assessment Framework rules.   

 From 2012, the funding ratio was calculated using the average interest rate over the preceding three months. 

 The relevant interest curve is the so-called ‘UFR’, as prescribed by DNB.
2  From 2015, in accordance with the regulations of the new Financial Assessment Framework (nFTK), the so-called 

 'policy funding ratio' must be used. The policy funding ratio is the average of the funding ratios over the last twelve 

 months.

 2016 2015 2014 2013 2012 2011 2010 2009 2008 2007

Active participants 8949 10466 10956 11327 11182 10879 10933 11517 11690 11655 

Pensions in payment 20347 19802 19759 19646 19584 19522 19471 19562 19554 19509 

Former participants 6076 5779 6000 6319 6458 6717 6855 6616 6701 6639 

Total    35372 36047 36715 37292 37224 37118 37259 37695 37945 37803 

Assets 27336 26036 25256 22439 21171 18247 17445 15473 10598 19257 
(EUR million)

Provision for 22394 21083 20385 17120 17722 16419 14183 12978 13213 10679 
pension liabilities
(EUR million)

Funding ratio (%)1 122 124 124 131 119 111 123 119 80 180 

Policy funding ratio (%)2 116 123 129        

Total returns (%) 6.9 4.4 13.4 7.0 17.0 6.5 14.8 27.5 -43.3 5.9 

Indexation 0.1 0.2 0.4** 1.5 0 1.9* 0.8 0 2 1.6 
of lifelong pensions (%)

* Excluding 1.5% catch-up indexation from 2009, which was granted in 2011 

** Excluding 1.1% catch-up indexation from 2012, which was granted in 2014   
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